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ABSTRACT 



The objective of this thesis is to show how crises can 
develop in an organization, what their impacts are, and what 
managerial procedures may be used to cope with these situa- 
tions. The scope of the thesis is limited to higher manage- 
ment levels. Crises occur especially as a result of rapid 
environmental changes or changes in organizational variables. 
The following problems may be typical: general uncertainicy , 

necessity of extraordinary resources, multiple, simultaneous 
problems, time constraints, stress, change in power structures, 
and change in communication and ir.formation patterns. The 
following decision-making procedure is suggested: Establish- 

ing psychological equilibrium at all levels, structuring of 
the problems, adapting the organizational structure, assign- 
ing responsibilities for solving problems, establishing a 
time budget, coordination, and implementation and control. 
Preparatory measures can help to avoid crises, or at least 
to improve coping abilities. 
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I. INTRODUCTION 



Crises change the norraal activities of organizations. 

They occur in different ways, and often happen unexpectedly 
and suddenly. Leaders and managers at every level face 
extraordinary problems and are more or less accustomed to 
handling such special situations. 

The first objective of this thesis is to provide insight 
into the development of crises in organi cations a.nd their 
impacts on the elements that are relevant in the decision- 
making process. The second objective is tc sho'.v the specif- 
ically important factors a leader or manager has tc consider 
when making decisions in crises. The last objective is to 
develop a basic integrative decision-making .model v/hich will 
help a manager to cope systematically and effectively with 
crisis situations. 

The expositions are especially aimed at the leader or 
manager whose organization faces real crises oriLy exception- 
ally. Their scope includes .higher command cr management 
levels, disposir*g of staff persorjiel, though some more general 
aspects may be of broader interest. 
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II . 3ACKGR0 UND 



A. DEFINITION 



Several definitions exist for the v/ord "crisis.” Sox.e 
examples out of Webster's Third Nev/ International Dictionary/ 
[Ref. 49 ]: 

The point of time when it is decided v/hether an 
affair or course of accion shall proceed, ce 
modified, or terminate. 

The immediate seq_ual to the culminacing point of 
a period of prosperity and rising markets at 
which the business orgar_Lsm is severely strained 
and forced liquidation occurs. 

An unstable state of affairs in v/hich a decisive 
change is i^mpending. 

A psychological or social condition charac teri zed 
by unusual instability caused by excessive stress 
and either endangering or felt to endanger the 
continuity of the individual or his group. 

The famous French Dictionary Grand larousse Zncvclccedicue 
[Ref. 15 ] provides partially similar definitions. The 
interestir-g thing is that neither Webster nor larcusse re- 
late crises especially to the military in com.bat as they 
do for medicine, economics, and other sciences or fields. 

The New Columbia Sncyclooedia even neglects all types of 
crises except economic ones [Ref. 4-3]. Nevertheless, 
military in combat face crises containing all im.portant 
aspects: psychological, sociological, physiological, economic, 

technological, political and legal. 

Of the above definitions, the third one seem^s to be the one 
of most general applicability for this study, although 



11 



it is not specific enough to give a sufficient idea of 
the characteristics of crises. 

The Encyclopedia Americana [Ref. ^2] mentions under 
"CRISIS" only the 16 political pamphlets by Thomas Paine and 
cites the beginning sentence of the first pamphlet: 

"These are the times that try .men's souls.” 

This sentence, though sounding very dram.atic , states in 
fine and simple words the very true and important fact that 
superior forces and abilities are needed to cope v/ith crises, 
and crises are therefore something extraordinary. 

For the purpose of this thesis, there is no need tc 
create a new definition, but it is important to stress the 
relevant characteristics of crises: 

- Crises disrupt formalised or normal procedures and 
therefore represent extraordinary situations v/ith 
uncertain outcomes. 

The risk is high that short and/or long term goals 
cannot be fulfilled or that even survival may be 
impossible . 

- Extraordinary resources (capital, labor, m.aterial) 
are necessary to solve crises. These additional 
resources are at the upper limit or exceed those 
available to the involved management level. 

- In many cases several problems arise simultaneously 
or in very quick sequence. 

- In most cases there is a severe time constraint for 
the decision-making process in the sense that crisis 
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situations deteriorate rapidly if adequate 
countermeasures are not taken. 

B. THE ELEMENTS lifVOLVED IN CRISES 

Four main elements act as variables in a crisis: 

- The external environment 

- The internal environment 

- The crisis affected segment of the organization, 
called the "crisis segment" 

- The physical and/or psychological center of the crisis, 
called the "crisis center" 

The relationship betv/een these elements is shov/n in 

A,3,C,B: sub-’onits cf 

the affected organization 



i nt e rnal env i r c r_m e nt 
external envircnmient 

crisis centers 

leader/management 
directly involved in 
crisis 

crisis segment (shaded) 

superior leadership/ 
management level 

The Crisis-Affected Organization and its Envirorjnent 
The above notions will be used during the further discussion. 



Figure 1 . 




Ft 1 
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1 . The External Environment 

Hall distinguishes between a general envirorjnent 
a specific environment. 

The general envirorjnent is further characterized 
the following factors: 

- Technological conditions 

- Legal conditions 

- Political conditions 

- Economic conditions 

- Demographic conditicns 

- Ecological conditions 

- Cultural conditions 

The specific er.virorjr.ent or inter-organizational 
relationship is composed of the organizations and individ 
with which an organization is in direct interaction. 'Re 

18, pp. 303-332] 

2. The Internal Envirorjnent 



The internal envirorjnent consists of all parts : 
the organization which are not directly affected by the 
crisis . 



3 • The Crisis Segment 

For this part of the organization, the crisis 
criteria apply. It is assumed that the crisis segment is 
posed of the following elements: 



and 
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uals 
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- A leader or manager and his staff v/ho are still 
able to make decisions 

- Crisis-affected subunits called crisis centers 
which may or may not be able to make decisions at 
their level 

- Resources (capital, labor, material) that can be 
shifted in order to cope v/ith crises. These 
resources may or .may not be sufficient 

As can be seen in Figure 1 , t.here might be some 
subunits in the crisis segment v/hich are subordinated tc 
the same leadership or .manage.ment as are the crisis ce.nters 
but which are not directly affected by the crisis. These 
subunits, therefore, also belong to the internal envircr_men 
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III. INTERACTIONS BETVJEEM THE CRISIS SSGMSriT OF 
THE ORGANIZATION AND ITS S^^/I RO NT-^NT 



A. DEVELOPMENT OF CRISES 

Generally a crisis develops if an organization is, at 
least for a certain time, unable to cope with its envirorrr.en 
in such a way that minimum short term cr long term goals can 
be met. In many cases this even means a temporary inaoiiity 
to assure survival. The reasons lov crises le v el'-p...e.. ^ a~e 
two-fold : 

- change in the environmient 

- changes within the organi zation . 



1. Change in the Environment 



Certain environmental factors such as tec.nno±ogica_ , 



1 
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political and economic conditions can change rapii 
the organization gets into crisis situations primar_i 7 -e- 
cause of the time constraints in coping with the change. 

Other environmental factors will normally not cnanme 
rapidly, e.g. demographic, ecological or cultural conditions. 
But even changes in these environments can lead to crises if 
they are ignored over a long period of time or not recognized 
by management. Only environmental lactors tha^ can cnar.ge 
rapidly in relation to the coping ability of an organization 
will be discussed. 



16 



It is important to recognize that the v/ord "rapid" 
has a very relative meaning. Depending on the kind of goals, 
structures, investments and communications, envirorjnenzal 
changes will be perceived as rapid by some organizations, 
while others will classify the same changes as slov/. For 
example, the stockmarket is able to react v/ithi.n minutes to 
changes in economic or political conditions, while shipbuild- 
ers definitely need more ti.me to adapt. Hence, the nction 
"rapid change" will be used as it is perceived as such by an 
organization. 

Below in a - f, a further description is presented cn 
how environmental factors might char-ge . 

a. Change in Technological Conditions 

Breakthroughs in technology can change the 
environment in a way which might be perceived as a rapid 
change that can lead to crises, especially if the ne'.v tech- 
nology was introduced by a competitor. Marketing might get 
into deep trouble due to inability to sell the gccds devel- 
oped with the old technology. Production will follcv/ market- 
ing due to obsolescence of raw .materials, machinery, unfi.nished 
and finished goods. Idle labor can cause additional serious 
problems. If the technological breakthrough happened within 
the organization itself, some effects might be opposite, e.g. 
crisis in production due to the pressure fcr change to meet 
increasing demand. 

In the military, a change in technology can lead 
to new kinds of threats which might create crisis situations 
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if adequate countermeasures have not first been developed. 

An extreme example is the development and engagement of 
atomic weapons during V/W II . 

b. Change in Legal Conditions 

Changes in legal conditions normally are due to 
changes in constitutions, laws and regulations. These 
changes can work in two ways: 

Deregulations raig.ht lead to crises i.n some 
organizations because protective features are eli.mi.nated and 
competition becomes a raa.jor threat. 

In our society, deregulations are outnumbered by 
new laws and regulations which curb freedcm. .Restrictions 
are imposed which can lead to crises in organizations be- 
cause they require major char.ges, increasing the organiza- 
tions' costs and eventually threatening its sur'/ival. 
Examples: - Anti-pollution regulations require m;ajcr 

capital outlays for sewage systems, filter- 
ing equipment, protection against radiation, 
or they simply prohibit continuing operations. 
(For example the operation of nuclear power 
plants were prohibited by the peoples' vote 
in Austria) . 

- Certain ingredients in food production are 
prohibited due to discovered health hazards. 

- New safety standards may require major 
capital outlays. 
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c. Change in Political Conditions 

Especially in politically unstable countries, 
conditions may be changed overnight by military coups or 
other major events. This normally leads all organizations 
which are in any way opposed to the new political leadership 
into crisis. Even less dramatic changes can have severe 
effects on organizations. For instance, political conditions 
can have a major influence on lav/s and regulations, with the 
effects as discussed earlier. 

As Kail points cut: 

The strong political pressures zo reduce military 
and aerospace spendirjg have led to crises of one 
sort or another for organizations in chose areas. 
Police departments are buffeted bach a.nd forth 
between support for "law and order" and condem- 
nation of "police brutality." School systems have 
drastically altered parts of their curricula in the 
face of threats from groups concerned with such 
topics as sex education or left-wins textbcchs. 

[Ref. IS, p. 307] 

If "war is the continuation of politics by 
different means," as was stated by the famous Clausewitz, 
war represents an extre.me political situation and may be the 
ultimate source of any kind of crises. The following are 
examples of such situations: 

- scarcity of raw materials or labor 

- reduced demand and therefore idle production 
facilities 

- increased demand in certain areas and there- 
fore over-utilization of resources. 

- wartime restrictions in prices, wages, 
procedures 
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- physical destructions as a result of enemy 
actions . 

d. Change in Economic Conditions 

Economic conditions can change rapidly enough to 
produce crises, especially in business-oriented organizations, 
because of lagging demand and therefore idle production capa- 
city, or on the opposite side, increased demand and over- 
utilization of resources. 

A change in economic conditions can also have 

major impacts on the availability of capital: 

. . .commercial barJcers must limit their risk taking tc 
situations that promise an acceptable return for che 
risk of losses and the total relationship '.vith the 
customer. [Ref. 21, p. 220] 

In deteriorating economic conditions, v/hen 
capital might be needed, for example, to build up invenccries, 
the risk for the creditor bee om.es higher and his loan policy 
probably tighter. This can lead to crisis situations on the 
debtor ' s side . 

e. Changes in Demographic, Ecological or Cultural 

Conditions 

As was m.entioned before, these factors do net 
change so rapidly that an organization with a somewhat capable 
management should get into trouble . 

On the other hand, rapid changes can be produced 
artificially if businesses are transferred to other regions, 
into different cultural settings or ecological conditions 
without advanced and careful evaluation. This might happen 
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especially to multinational firms and produce crisis situa- 
tions for the affected organization right from the beginning. 



f. Change in the Specific Environjnent 

The specific environment of an organization in- 
cludes all other organizations and individuals v/ith v/hich 
an organization is interacting. For a business organization 
this might include: 

- State and local authorities 

- Government agencies 

- Congressmen 

- Affiliated businesses 

- Customers 

- Competitors 

- Business-related societies 

For a military organization, this might include: 

- Federal, state and local authorities 

- Goverrunent agencies 

- Police organizations 

- Fire departments 

- Civil defense organizations 

- Allied armed forces 

- Hostile armed forces 

Changes in the behavior and power of competitors or hostile 
armed forces have the most potential for creating crisis in 
an organization. Changes in other inter-organizational 
relationships may also be responsible for a crisis, e.g., if 
an important customer goes bankrupt or if a strongly affiliated 
organization or individual gets involved in a scandal. 
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All the reasons discussed above, that may be responsible 
for the development of a crisis in an organization, are not 
clear-cut but are in steady interaction. In particular, all 
changes in an organization's general environment might have 
an influence on its specific environment. 

2 . Change of Factors 'jVithin the Organization 

According to Leavitt's organizational .model C?.ef. 3 C , 
pp. 114^45], there are four looming organizatitnal variables: 

- Task 

- Actors (people) 

- Technology 

- Structure 

Because other variables are very important in dealing v;ich 
crises, two more are added: 

- Capital (= monetary resources) 

- Supply of goods (e.g. raw .materials, military 

supply) 

For the following discussion in a - e about crises 
due to changes in organizational variables, the notion "task ," 
as mentioned in Leavitt's model, will be replaced by "goal," 
which might be more often used by managers. 

a. Change in Goals (or tasks) 

Leavitt defines task briefly as "raison d'etre" 

[Ref. 30, p. 1144 ]. Goals may include objectives v/hich may 
change without necessarily changing the overall aim. 

A rapid change of goals might impose changes in 
the composition of the labor force, in technology and also 
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in the organization's structure. The entire organization 
might then he involved in changes. The resulting problems 
for management may become so severe that the crisis criteria 
are met. Examples: 

A manufacturer of handcrafted period furni- 
ture who, due to wartime, is forced to produce 
wooden cases in large numbers, will experience 
major changes in his entire business and very 
probably face critical .moments. 

A military urdt, trained for combat missions, 
will have difficulties when it suddendy is er.gaged 
in riot control. 

b. Char.ge in Actors (people) 

Crises in an organization which result especially 
from the people’s behavior are in most oases due to conflicts 
between the actors. Conflicts may be created by problems in 
interpersonal relationships vertically in the line m.anage- 
ment chain or horizontally between peers, by job dissatisfac- 
tion or other unsatisfied needs. 

Because a conflict is both a form of aggression 
and a frustration [Ref. 31 .p-^133. crises may occur because of 
aggressive actions of any kind: sabotage, arson, other acts 

of physical destruction and strikes, all aimed at the 
frustrating agent organization, or parts of it [Ref. 31 > p. . 

If frustration is created by outside factors, displaced 
aggression might still be aimed at the organization and lead 
to crises. 
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Another way to look at development of crises 
due to actors is based on the psychiatric "crisis theory" 
where 

Crisis is seen as a progressive phenomenon 
manifested by continuously rising tension 
due to the ineffectiveness of habitual 
problem-solving methods. This leads to 
feelings of helplessness, follov/ed by 
emergency mobilization of resources. [Ref. 

р. 369] 

Due to changed behavioral patterns, this psychological dis- 
equilibrium of individuals and groups .may then lead to crisis 
for the organization. 

It is important to notice that the meaning of 
the expression "crisis," as it is used in "crisis theory," 

(and in the quotation abo'/e) differs from the one used 
throughout this thesis. 

с. Chan-ge in Technology 

How changes in technology affect an crganizaticn 
has already been described on page . It should be recog- 
nized that there is eventually a hea*/y' ir.fluence of changes 
in technology on the other organisational variables. As a 
result of changes in technology, goals, composition of the 
workforce and organizational structure m.ight need to be 
changed, creating severe problems for the entire organization, 
d. Change in Structure 

Different organizational structures can have a 
heavy influence on the composition of the people within the 
organisation, the needed skills, interpersonal relationships 
and power structures. People that are, for example, accustomed 
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to a vertically structured organization migh* not fie ir.e 

matrix organization. As Davis and Lawrence point out: 

It is inevitable, therefore, that a matrix organiza- 
tion creates some "dinosaurs" - individuals v/ho .may 
have been competent in a traditional organization 
but do not want or cannot function in a matrix. 

[Ref. 11, p. 113] 

Inability of people to adapt to a different organizational 
structure may well lead to crisis. 

e. Change i.n Capital or Supply cf Seeds 

Change in this context means scarcity of capital 
or supply of goods (e.g. raw materials, spare parts, ammuni- 
tion, fuel, food) or changes in the ccm.position cf the goods. 
Such changes can obvicusly create very serious crises v.-hich 
eventually can lead to complete collapse. 

It is important to notice that changes in one of the 
above variables may influence other variables. Iherefcre, 
if a crisis is caused in an organization by internal factors 
it is doubtful that the variable v/hich, at first glance, 
seems to be responsible for it, is really the one that caused 
it. The interactions must be studied in order to determ.ine 
the real reasons. 

Finally, it should be mentioned that the orgard.za- 
tional variables may be changed by managerial decisions, 
mistakes and internal development. But in most cases, they 
change because of changes in the external environment . Hence, 
the interdependence looks like that presented in Figure 2. 

How crises can influence the envirorunents (see lov/er darts), 
will be discussed later. 
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Fig’ure 2 

The Interdependence 3e~~.veen Ex~err.al Zr.vircrjr.er.~ , 
Organizaxional Variables and Crisis 

The organizational changes leading zo crisis are 

shovm as having been affected by she external 

envirorjnent . The crisis, on she osher hand, also 

may have an influence on she ers/iromens . 

B. IMPACTS OF CRISES ON THE ORGANIZATION 

In what 7/ays are orgarJ.zasicns , especially she crisis 
segments, affected by crises? This quessicn will be ar.sv/ered 
by looking at the main organs. zational variables again: goals, 

actors, technology, structure, capisal and supply goods. 

1 . Impacts on Goals 

The possible impacts on goals are: 

- obsolescence of goals in quansitative terms 
without changes in the q_ualitative aspects 
of the remaining ones. 
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- obsolescence of goals in qualitative terms 
without obsolescence in quantity, 

- the combination of the two 

The above impacts already show that decisions in 
terms of goals have to be made in crisis by a manager or 
leader. 

2 . Impacts on Installations, Equipment and Material 

These impacts are generally of a physical nature and 
occur especially during wartime or disasters, for example, 
aircraft accidents, floods or nuclear accidents. Physical 
damage does not always need zo be an effect of crises buc 
can cause crises itself. It is difficult zo drav/ a clear- 
cut boundary between these owo . The same is tr’ce for 
physical impacts on people (see belov/) . 

3 • Impacts on People 

These impacts might be of physical, psychological , 
physiological or social nature. 

a. Physical Impacts 

Physical impacts on people occur especially in 
military units (losses, injuries) or at disasters in labor- 
intensive organizations. They will subsequently have 
psychological impacts and increase or cause crises. If, for 
example, the enemy attacks a military unit and throws it out 
of its positions, the crisis in the unit will be much v/orse 
if many soldiers are killed. 
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The physical impacts become a special aspect ir. 
decision making if they include leaders. Then, emergent 
leaders will take over the leaderless group without appoint- 
ment [Ref. 13. P-6] or new leaders v/ill be appointed. This 
might result in both more or less difficulties for handling 
the crisis situation, depending on the capabilities cf the 
new leader and the communication patterns. Anyway, increased 
uncertainty will at the least exist over a limited ti.me. 

b. Psychological, Physiolcgical and Sccial I.mpacts 

These impacts are very imiportant as they deter- 
mine how crisis situations get solved. In order tc get a 
more detailed picture, four elements v/ill be discussed: 

- impacts on the leader cr manager 

- impacts on the staff 

- impacts on the people in the crisis center 

- impacts on the people in. the internal 
environment 

(1) Impacts on the Leader or Manager . Crises 
represent threat and danger on one side and, hopefully, 
challenge on the other side . They are a danger and threat 
to the leader or manager because of the great amount of un- 
certainty they create. On the other hand, a good leader cr 
manager is challenged by the possibility to prove himself in 
fighting crises. What are the psychological effects of fear, 
anxiety and challenge on the leader or manager? 

Lindzey et al. state that the emotional 
response to a specific perceived threat or danger is fear. 
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and that the transitory response to something unknov/n or 
indefinite in a specific situation is "state arsciety." They 
claim that two ways exist to control the spread of fear. One 
is to prevent the occurrence of the original fear stimulus. 
This prevention is obsolete if a crisis has already occurred. 
The other is to control fear by .manipulating the consequences 
of it [Ref. 3i» PP- 383 - 38 ^]. Viewed in the crisis context, 
the relief promised by overcoming fear (and acting in a crisis 
situation) must be more important than the expected results 
of surrendering to it. State arsciety which results from 
uncertainty can have a positive effect in making reactions 
more effective but if it becomes excessive it may lead tc a 
mental block [Ref. 3 I. PP- 38^-385]- 

F. Panse , who did extensive studies on 
fear, arrciety and shock (Schreck) states that fear .may cause 
limitations of perception and consciousness, very similar tc 
Baelz's emotional paralysis (Baelz'sche Fmoticnslahmung) . He 
describes this paralysis as an appropriate form of reaction, 
a basic instinct, which allows the individual to concentrate 
his attention and to act, though narrowly focused on the 
object of fear, with highest effectiveness. Another impact 
of fear is the alteration in the perception of time. [Ref. 

37 , pp. 90-96, 121-131] 

McDougall mentions the following drives 
connected to fear: 

- The drive to flee in order to protect oneself 

- The drive to call (loudly) for help 
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- The drive to stay in a community or to seek one 

- The drive to protect, to care 

- The drive to dominate or maintain one's ground 

- The drive to follov/ or to submit (quoted in Ref. 37, 
p. 103) ■ 

The physiological impacts of the stress 
created by anxiety and fear are very .much interrelated v/ith 
the psychological ones. H. Selye distinguishes three phases: 

- Alarm reaction, causing, for exa.mple, pupil dila- 
tion, increased heart beat, excretion of v;astes, 
increased galvanic skin response and increased 
activity of the adrenal glands 

- Stage of resistance to stress, recovering from 
the alarm reaction 

- E:chaustion (which is the exception) may occur iue 
to continued reappearance of the s^/xr.ptoms of alarm 
reaction [Ref. li-O , pp. 31-33» 113-12'^, and Ref. 31, 

P- 37?] 

An over",vhelming drive to flee cr mental 
block may be the worst effects of those discussed above 
which can happen to a leader or manager. Individuals in 
leading positions, who react this way, should be replaced 
immediately . 

Challenge .has quite the opposite effect. 

Why does it happen that some people get challenged as a re- 
sult of threat? 
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There might be tv/o reasons: First, threat 

by enemy, competition, or whatever creates a basic rage 
which turns into aggression as a possible basic reaction in 
order to survive, although , as Lindsey et al . state, 
survival might not depend on being aggressive [Ref. ’}! , 
p. 397]- Aggression might even lead to overreactions or 
misdirected reactions in crisis situations, endangering 
adequate and effective crisis management. Possibly, the 
best form of challenge is the emergence of a strong drive 
in the leader or manager to overcome the crisis, leaving 
him capable of objective judgment. This strong drive has a 
considerable impact on all people in_iluenced by the leader 
or manager and is therefore extre.mely important, especially 
in situations which seem to be hopeless. 

Crises have not only the ininerent threat 
of uncertain outcome, but are also characterised by an over- 
load of problems, and tim.e constraints, hence, excess work. 
This work overload, together with fear and ars<iety creates 
a real stress situation. Fiedler defines situational stress 

We shall here define situational stress as a condition 
in the environment which is experienced as threatening 
and therefore as anxiety - and tension-arousins: . 

[Ref. 12, p. 199] 

Cribbin describes stress as follows: 

The common denominator of all stress and tension is a 

feeling of discomfort Every human being has two 

basic desires: to maintain psychological equilibri’om 

and harmony and to actualize his potential. Whenever 
one perceives any threat to these drives, he experiences 
a certain amount of stress. [Ref. 9» p. 200] 
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The disequilibrium mentioned above may 



range from hyperactivity to complete mental blocking. The 
good leader or manager will react somewhere in between. 

He will not be very sensitive to stress. Because in is 
assumed that the manager or leader has to cope v/ith temporary 
crises only (as oppossed to permanent) , the long term i.mpacts 
of chronic stress will not be discussed here. 

Another eventual i.mpact on the leader or 
manager, as a result of the above i.mpacts, is a possible 
change in his normal managerial behavior. This might derive 
from his own uncertainty and result in leaving subccnscicusly 
more authority to the subordinates, becoming .more ie.mccratic, 
that is trying (also subsconsciously ) to divide responsibility, 
or becoming more autocratic. 

That the behavior of leaders can change from 

situation to situation is supported by Fiedler and Chem.ers: 

there is considerable evidence that the behavior 

of leaders changes from situation to situation. The 
leader who .may be quite e.mployee-centered and con- 
siderate in situations in which he feels in ocmplete 
control tends to become concerned with the task in 
situations in which his control of the group is 
minimal. [Ref. 13» p. 5^J 

(2) Impacts on the Staff . What has been said 
for the leader or manager in (1) is also basically true fcr 
the members of the staff. There is one major difference: 
staff members do not have a direct responsibility. Evidently 
this takes some pressure off of them. 

Because a staff is composed of miany people 
with different personalities, the impacts of crises on a 
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staff as a small organization may vary enormously. For zhe 
leader or manager it is therefore important to know hov/ his 
staff reacts in crises and especially the individuals having 
special capabilities to work effectively in such sinuanions. 
If the leader or manager ignores the fact •chan the staff's 
power structure can change in crisis situations, he might 
become very disappointed and shaky. 

The above mentioned drive to follov/ or to 
submit will be an important factor in facilitating leader- 
ship, because people are more ‘.villing to accept orders and 
directions than is commorily supposed. 

( 3) Impacts on the Peo'ple in the Crisis Center . 
Leaders and their staff in the center of crisis -.vill suffer 
the same impacts as described in (1) and (2), although they 
may be more severe and lead to complete inability of action. 
Where no appointed leaders exist any mere or '.vhere they have 
lost their authority, power structures '.vill char.ge and 
emergent leaders take over. 

These extre.me cases of crises occur es- 
pecially in wartime situations where physical, psychological 
and social impacts are combined to an extreme degree. K. 
Lang provides a vivid description: 

The disruption of combat units under fire is partly 
the result of physical damage and medical incapacit 
suffered in an unexpected emergency, both of which 
be "repaired." Other stresses on combat persoruiel 
are cumulative. Men are required to undergo, as 
part of their everyday activities, considerable 
physical discomfort and other (for example, sexual) 
deprivations. They suffer great -uncertainty. In 
particular, they constantly face the prospect of 
being killed or seriously injured and witness death 
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and injury to others. A continuous crisis pro- 
duces attrition and the effects of attrition must 
be distinguished from those of a nonroutine 
emergency. The effectiveness of combat units is 
impaired long before a point of irreparable physical 
annihilation is reached. [Ref. 28, pp. 363-86^] 

In addition to that discussed above, tv/o 
elements may become crucially important: shock and panic. 

In case of shock, dimming and change of consciousness seem 
to happen relatively often. These shock effects can last 
for hours or days. Studies of effects on people iue tc 
earthquakes have sho’.vn that a pri.mary immobilization .may be 
followed by extreme motion ( Bewegungssturm) . The physio- 
logical impacts are basically the same as oaused by fear, 
but they start more suddenly and their effects are more 
intensive. Especially obsen/ed were all kinds of .muscular 
contractions . 

I 

Panic develops in the beginning onlLy in 
weak and psychasthenic individuals who show a lov/ resistance 

jj level but may then suddenly and unforseeably spread, invclv- 

|. 

1 ing people who before were thoughtful. [Ref. 3? > ?P* 

j 120, 151-151, 15S] 

I (1) Impacts on the People in the Internal 

• Environment . If a part of the organization is in a crisis 
situation, the psychological impact could take different 

I 

shapes. The overall attitude of the internal environment 
might best be described by the question: "Will we be affected 
too? If yes, in which way and when?" These basic questions 
already indicate one element of crisis: uncertainty, which 

can create anxiety and therefore have the same impacts as 
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were discussed before. The additional fact of being in a 
waiting position might even be worse because there is no 
relief from the activity of fighting against an actual 
"enemy" (= crisis) . If leadership or management is function- 
ing normally, preventive measures should emerge out of this 
situation and lead to a tightening of the organisational 
structure of the internal environment or just have the 
opposite effect if leadership is v/eak and vacillating. 

Another possible psychological impact is t.te 
creation of willingness to help people in crisis. This v/ill- 
ingness to help does not only bring relief to the helpee, 
but also to the helper because a goal-directed activity re- 
duces tension and fear [.Ref. 37, p- 5]* 

4 . Impacts on Deci3ion-r<Iakir.g Processes lue to 
Organisational Structures 

a. Tall Versus Flat Structures 

The pyramidal shape of an organisation is deter- 
mined by the existing span of control or span of authority. 
The span of control or authority can be defined as the 
number of subordinates an executive permits to report tc him 
directly [Ref. 2, p. 1*44]. I vane e vie h et al . describe tall 
and flat as follows: 

The larger the average span of control, the wider or 
flatter is the organization, and the smaller the 
average span of control, the narrower or taller is the 
organization. [Ref. 22, p. 3^9] 

Figure 3 shows an example of each. 
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Figure 3 

Tall Versus Flai 0 rsani zationai. Structures 
In a tall structure, ~op management gets 
involved earlier in crisis decision mailing, 
but is able to shift resources faster due 
to the shorter line of command. 



In the tall structure, the line of command 

j is measured by the number of "communication centers" 

I (black points in Figure 3» remark of author) through 

which the directives of the chief executive pass in 
being transmitted to the working level of the base of 
the pyramid. [Ref. 2, p. 1*45] 

Crises may have different effects on tall and flat 
organizations. Because of the fewer management levels, 
the top management of a flat shaped organization will becom.e 
involved much faster in the crisis management than the one 
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of a tall organization, which in this aspect has a more 
stable structure. On the other hand, a flat organization, 
due to shorter and therefore normally faster a.nd better 
communication from the bottom to the top, ca.n react in 
shorter time than a tall one, allov/ir^ for a much faster 
shift of resources to the center of the crisis. I.n a tall 
organization, as a result of the numerous co.mmunication 
centers, the risk is high that information may be delayed, 
distorted or even lost. 

b. Functional Versus Divisionalized Stnoc cures 
Large organizations in particular, consist of 
mixture of both structures. Divisionalization generally 
goes along with the delegation of authority, hence, divisi 
are to a great degree able to make their cv/n decisions. 1 
a functional str’octure, decisions generally affect all or 
several departments. Therefore, the decisions have tc be 
made at a level which has the pcssibility and the pov/er to 
coordinate the involved departments. This m^ay be at a 
relatively high level. A crisis therefore az'fects a 
divisionalized structure probably orlLy within one division 
without necessarily involving top manage. ment . In a purely 
functional structure, on the other hand, even if a crisis 
occurs that affects a relatively small part of the busines 
it is top management which has to make the decisions. Thi 
has the advantage that all available resources of a firm, 
can be engaged, if necessary/, and the decision certainly 



37 



conforms to the ideas and policies of top management. That 
may not be the case if decisions are .made at divisional 
level . 

c. Highly Formalized Versus Less Formal Str’actures 
Hage and Aiken state that "organizations v/ith 

routine work are more likely to have greater formalization 
of organizational roles." [Ref. 17i p- 371] The extreme 
type of formalization is the "Ideal Bureaucracy," as 
described by Weber [Ref. ^8], v/here jcbs are highly routi.nizec 
and executed following specific r’oles. It is obvious that 
such highly formalized organizations are too inflexible tc 
cope with crises, which by nature car.no t be handled entirely 
by formalised procedures. Lawrence and Lorsch checked the 
relationship between organ! zationaH f:rmalizati on and environ- 
ment and found that the more certain the enviror_ment is, 
the higher the formalization. [Ref. 29. PP • 31-3- j -~ can 
therefore be concluded that a less form.alized organization 
is more able to cope with a turbulent envircrotent , hence, 
with crises. In other words: the impacts of crises cn a 

less formalised organization 'vill not be as severe as on a 
highly formalized one. 

d. Pure Hierarchical Versus Matrix Structures 
Davis and Lawrence [Ref. 11, pp . 11-13] propose 

that a matrix is the preferred organisational structure if 
three conditions are met simultaneously: 

• - Outside pressure for dual focus 

(e.g. project-oriented and science- 
oriented focus) 
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- Pressures for high information- 
processing capacity 

- Pressures for shared resources 

These three conditions look similar to those expected in 
a crisis. 

Again Davis and Lawrence: 

The matrix design, properly applied, tends to develop 
more people who think and act in a general management 
mode. [Ref. 11, p. 17]. 



If this is true, maorix organioations m.ighn 
have some advantages in handling crises over the cure 
hierarchial structure which miay noo oe as ilexiole . As v;i 
be pointed out later, flexibility, high infortcaticn-proces 
ing capactiy, and individuals v/ith a general view of the 
organization are crucial in resolving crises. 

Matrix organizations also have their iisadvant 
The fact that individuals in a .matrix orga-nization have .mo 
than one superior, creates problems. The power betv/een 
superiors has to be brought to a reasonable balance which 
sometimes is very difficult. Even if this balance is 
established, it can change rapidly a.nd is therefore highly 
unstable. Ivancevich et al . describe the situation vividl 



The participants are also faced with somev/hat of a 
dilemma. They .may be responsible to both the func- 
tional and program managers. This type of in-the- 
middle position can create arcciety, stress and 
frustration. Some people handle this dual respon- 
sibility well, but others become very ineffective 
and confused. [Ref. 22, p. 3^7]- 

In conclusion, a matrix structure may be suitable to cope 

with crises, given that the people involved are capable of 
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handling this kind of structure. Otherwise there already 
exists an organizational crisis or at least a human proolem. 
Additional difficulties produced by the crisis could lead to 
a collapse . 

After this discussion of impacts on decision 
making due to organizational structures, the question 
arises: "Can crises have a direct influence on the organiza- 

tional structure?" This question is not easy to ansv/er. In 
most cases, organizational structures '.vill be changed by 
managerial action in order to adapt to the special circum- 
stances. On the other hand, it is certainly possible that 
structures can change as a result of shifts in pc.ver result- 
ing from loss of leaders and the upcoming of emergent leaders, 
or breakdowns in the commun_Lcation system. Hence, it can be 
said that the impact of crises on an organJ.zational structure 
is of an indirect nature. 

C. IMPACTS OF CRISES ON THE EXTERNAL E?r/IRCNMENT 

Of all the envirorunental factors listed belov/, 

- Technological conditions 

- Legal conditions 

- Political conditions 

- Economic conditions 

- Demographic conditions 

- Ecological conditions 

- Cultural conditions 
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most may be influenced by crises, especially if crises are 
perceived as disasters. The majority of these impacts have 
long-term characteristics. For example, technology might 
be improved after the explosion of a grain storage tarJc on 
a farm, legal measures might be taken after a disaster in 
a nuclear power plant, economic conditions mig.ht change 
after a crisis at the stock exchange. 

Political, demographic, ecological and cultural condi- 
tions generally v/ill onJ.y change as a result of great crises 
such as wars. 

The possible impacts on the external environment should 
normally be considered in crisis decision making at very 
high levels only, where long-term impacts become important. 



D. THE COMMUNICATION PROBLEM 




Figure ^ 

Communication Channels 

Five communication channels are especially 
important for decision making in crisis. 
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Five communication channels are especially relevant "o 
decision making in crises (Figure 4) . 

They are : 

- Communication between crisis center and the level 



of leadership or management v/hich is still able 
to make decisions and has shiftable resources 
(m in Figure . 
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and the leadership or management level m. 

- Communication between the leadership :r manage- 
ment level m and xt,s superior level r-i. 

- Internal communicaticns between the leader cr 
manager and his staff and between the m.e.mbers 
of the staff. 

Communication is the exchange cf ircfcrmaticn. Tc make 
appropriate decisions, relevant iruTcrmation is necessary. 

A. Toan Jr. lists and describes the following criteria 
for good information: 

- Significance and vitality 

- Reliability 

- Timeliness 

- Understandability 

- Bases for comparin-g current results 
[Ref. 44, pp. 6-11]. 
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In reality, the above criteria are goals v/hich are seldom 
entirely met. Information is too often biased. 

Even in a normally functioning organization the infor- 
mation flow is biased due to several facts. First, the range 
and quality of perception of the individuals participating 
in a communication process differ because of the different 
quality of sense organs and limited perceptual channel 
capacity [Ref. 31 » P- 90]. Second, the communicatior. process 
of different individuaJ-S will vary consi leracly , depending 
on factors such as: 

- Personality of the partners involved in a communica- 
tion process. Assuming that human action is heavily 
influenced by the drive to satisfy needs, people 
will follow this drive also v/hile c ommurfc aoi ng . 

For example a person whose basic need is harm avoidance 
(one of Murray’s Twenty Basic Needs, Ref. 3c, pp ■ 151- 
225) will tend to suppress f or"<'/arding information ohao 
could in return create negative effects. Or if a 
superior has an aggressive personality, v/hich creates 
fear in his subordinates, he sets up a ma^or barrier 
to the transfer of knowledge and risks missing importan 
information. 

- Trust or mistrust between communicating partners. 
Mistrust is one of the most severe barriers to 
communication between individuals and can have sub- 
stantial impacts on the kind of information fom/zarded 
and the way it is done. 
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- Misuse of knowledge as a tool of pov/er. Withhold- 
ing information in order not to lose personal pov/er 
can mean that eventually vitaJ. knov/ledge does not 
get forwarded. This might be responsible for 
complete breakdo’^s of operations. A typical 
example is the electrician in a .manuf ac tuning plant 
who is the only one who knows about all of the changes 
that have been made over the years in the elec cri cal 
system. If he is reluctant to properly record ohe.m, 
he becomes a V.I.P. because nobody else v/ill ever be 
able to do anything meaningful in case of a power 
failure . 

- Organizational barriers to communication . These 
include awkward commiinication procedures, oechni- 
cally poor communication .means and gecgraphical 
decentralization . 

- Function of the individual in ohe organi zaoicn . 

Some functions need more interaction co fulfill 
their job than others. 

Third, different people will discriminate differently between 
important and unimportant information. Therefore the entire 
filtering process, which is crucial for the decision maker 
becomes biased. 

In a normally operating organization, the biases will 
become apparent over time and automatically be corrected. 

For example a military leader knows that unit commander "A" 
tends to be too pessimistic and therefore gives reports 



which describe the situation as worse than it is, while unit 

commander "B" is very tough and does not like to admit that 

he will be losing an important position. His reports, 

therefore, tend to be too optimistic. 

In crises, the situation will very probably change. Due 

to the psychological impacts, people will eventually behave 

differently, affecting their v/ay of communicating. In 

addition, especially in combat, institutional le-aders .may 

be killed and emergent leaders take over. Though they 

might be excellent, their way of handling in-formation and 

communication toward the higher level of oo.mmand is unkncwTi 

right at the moment when the upper leadership level needs 

accurate information most. In conclusion, this means that 

the biases in communication during crises are different from 

the biases during normal operations and therefore represent 

an enormous problem in crisis decision m.aking. 

A typical example of the information problem is the 

discussion by Subcommittee Chairm.an Gar:," Hart and Permsylvarf a 

Governor Dick Thornburg before a Senate panel following the 

Three Mile Island A-plant accident in 1979: 

Both Hart and Thornburg discussed confused and con- 
flicting information of the accident. Thornburg 
sharply criticized the handling of the crisis by 
the Metropolitan Edison Co., the plant operator. 

"The company issued statements in the early days 
that proved to be something less than accurate and 
its credibility as a reliable source of information 
eroded rather quickly," the governor said. 

[Ref. 35, p. 3]. 

There is an additional aspect. Crises situations create 

an increased information flow. As a result, there are some 

dangers which can become very important: 
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- The danger of communication overload for leaders or 
managers because the participants in the comm^onica- 



tion system are not trained and accustomed to 

filtering the increased information flow effectively. 

Katz and Kahn state that: 

Under time pressures the parts of che 
communication difficult to decode are 
neglected for the more easily assimilated 
parts, even though the former may be 
more critical for the organization. 

[Ref. 24 , p. 453]. 

- The danger of delaying important information because 
no priorities are set. 

- The danger of a complete blocking of the oomununioa- 
tion system, which in turn makes it i.mpossible for 
leadership or m.anagement to perform tasks effectivel 

- The danger of omissions, errors and distortions due 
to maladaptive behavior of involved people [Ref. 13 , 
p. 190, Ref. 24 , p. 452]. 

Hence, it should be clear that ccmmunicaticns which are 
already of high importance under normal circ’umstances be- 
come an absolutely crucial factor in crisis. 
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IV, THE DECISION-MAKING PROCESS 



A. THE DECISION-MAKING PROCESS IJNDER NORMAL Cl RCUTviSTANCES 

Different authors provide different decision-making 
procedures. Examples: 

Scanlan proposes four essential phases: 

- Analysis of the problem 

- Developing alternative solucicns 

- Analyzing alternatives 

- Implementing the course of aczion zc be ;cllzv/ed 
[Ref, 39, p. 11^]. 

Basil develops a procedure which should especially fiz 
the non-mathematical approach to decision making: 

- Identification of zhe problem 

- Coordination of zhe problem v/izh previous plans 
and decisions 

- Collection of factual informazion 

- Determination of alzemative courses cf aczicn 

- Selection of one alternative (the decision) 

- Formulation of a plan of action to implement the 
solution 

- Design of controls and implementation of the 
decision 

- Evaluation of the decision after its implementation 
[Ref, 6, p, 152 ], 
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Knudson, Woodworth and Bell present seven steps in 
decision making: 

- Definition of the problem or opportunity 

- Fact gathering 

- Development of alternative solutions 

- Weighing of alternative solutions 

- Selection of the solution 

- Implementation of the solution 

- Measurement of the conseq_uences 
[Ref. 26 , p. 239]. 

All of the above decision-making procedures have i.tipcr- 
tant elements in common, even if their wording is different. 
The steps that can be identified throughout are: 

- Identification of the problem 

- Determination of alternative courses of action 
and their evaluation 

- Selection of one alternative which is the 
decision 

- Implementation of the decision which includes its 
later evaluation 

In order to be able to relate the basic decision-making 
process better to the specific conditicns in a crisis, the 
above sequence will be developed more in detail to ensure 
that important steps are not left out. Every step is 
discussed only briefly, assuming that a normial decision-making 
process is well known to the reader. 
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Normal decision-making process: 

- Identification and analysis of the problem. 

What is the problem? What is its scope? Kov/ does 
it influence the variables of the organization? 

How will it probably develop over time? 

First conclusion*: 

- Immediate countermeasures. 

Can something be done to save time or to reduce z'r.e 
most disagreeable crisis effects immediately, with- 
out anticipating the later decision? 

- Analysis of the environm.ental influence on the prcolem. 
What influence does the external general enviroment 
have on the problem now and over time ( technclogical , 
legal, political, economic, demographic, ecological 

or cultural conditions) and how can it be in*fluenced? 
What influence can the external specific enviroment 
have on the problem now and in the future (organiza- 
tions with which the one organization is in interaction, 
especially competitors, enemies, goverrjuent agencies, 
related businesses or allied forces) and how can it 
be influenced? 

What influence can the internal environment have 
on the problem now and over time (e.g. other de- 
partments, divisions, military units) and how can 
it be influenced? 

* It is important that conclusions are made which will 
facilitate the finding of alternative courses of action. 
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Second conclusion? . 



Determination of the time frame which is available 
to solve the problems. 

This is a result of the preceding steps. 

Third conclusion: 

Determination of alternative courses of action. 

If the preceding steps were made carefully, the 
alternative solutions should be easy to find. 
is important to list only a few (three to four), bu 
really different and feasible courses of action. 
Each alternative has to be evaluated. Advantages, 
disadvantages and time frame .must be pointed out 
and their impacts on all environments must be 
estimated . 

Selection of the best alternative as the solution 
to the problem. 

"Best" often describes the solution with the 
least disadvantages. 

Implementation of the solution. 

This includes the orders to subordinates, the 
provision of the necessary resources and the 
evaluation of the execution. 

It is worthwhile to give a second thought to 
how the orders can be given under the prevailing 
circumstances and to develop a concept for the 
relevant testing of the implementation. 
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The above decision-making procedures are intended to 
handle one problem at a time. If there are several problems, 
they should be solved in sequence by repeating the same 
procedure . 

B. THE DECISION-MAKING PROCESS UNDER CRISIS CONDITIONS 

The major characteristics and impacts of crises that are 
relevant to the decision-making process are listed belov/ in 
the form of keywords. They represent a short summary of the 
discussions in earlier chapters and are the special factors 
that must be taken into consideration v/hile making decisions 
in crises. 

They are : 

- Uncertain outcome with su2m/ival at risk 

- Necessity for extraordinary resources 

- Multiple simultaneous problems 

- Severe time constraints 

- Obsolescence of goals or objectives 

- Destruction (people, installations, eq_uipment , miaterial) 

- Stress (anxiety, fear, shock, panic, work overload) 

- Change of power structures 

- Change in communication and information 

Obviously there are many cause and effect relationships 
and interactions between the above factors. In order to 
show how the decision maker must cope with these interacting 
problems, they will be grouped for the following discussion. 
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although it is obvious that they cannot be treated indepen- 
dently. The grouping is only done for structuring purposes. 

1 . Fear, Anxiety, Stress, Shock, Panic 

The reduction of fear and state anxiety is one of 
the most important actions a leader or manager should take 
as a preliminary measure in decision making. Before taking 
any further steps, he .must do everything to reestablish first 
his own psychological equilibrium, which might have been 
distorted by the actual stress situation. 

Figure 5 shows how J. J. Cribbin describes the ad- 
justment procedure (adapted) : 



on-going behavior is blocked 



1 



manager is stirred uo 



1 




various ways to overcome the 
thwarting situation are tried 

i 

tension-reducing response is 
di scovered 




resolves disequilibrium 



maladaptive behavior 

i 

short term drive reduction 
and need satisfaction, but 
no lasting solution 



Figure 5 

Procedure for Adjustment to Stress 
as Proposed by J. J. Cribbin 

[Ref. 9 , pp. 204-205]. 
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The leader or manager of course wants to resolve 
his disequilibrium. Two questions arise. The first is: 

What are "various ways to overcome the thv/arting situation?" 
Cribbin indicates that the scope ranges from "dogged effort 
based on logical experimentation to random illogical behavior 
or stereotyped repetition of ineffective actions." [Ref. 9. 
p. 204]. Depending on one’s personality, different v/ays 
may lead to the regaining of equilibrium. Some people v/ill 
find support in their religion, others i.n increased communi- 
cation with superiors, peers or subordinates, others in 
distraction, some in mental exercises, as for example, com.- 
paring their actual problem to the billions of stars, the 
enormous distances and the incredible ti.mef names of the 
universe in order to become aware how very uni.mportant and 
tiny the actual problem is. In addition, mere and mere 
individuals are becoming aware of the different techniques 
which are available to reduce tensions, such as relaxation 
and meditation techniques. It is beyond the scope of this 
thesis to discuss tension- reducing medication. The second 
question is: What are the criteria for adaptive and mal- 

adaptive behavior? 

Again Cribbin: 

Since adjustment entails the balanced sat- 
isfaction of needs, the manager must treat his 
difficulties as interrelated. If the solution 
found does not result in a higher degree of 
personal integration - and this is always rela- 
tive - then one need or pattern of needs will 
be met at the expense of others equally important. 
[Ref. 9, p. 205 ]. 
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As nonintegrating (maladaptive) adjustments, Cricbir. 
describes measures that violate normal social standards. He 
mentions three major forms: recourse to aggression, with- 

drawal (from people or problems), and self-deception (to 
save face and maintain self-respect) [.Ref. 9. P- 205]- 

Adaptive and maladaptive tension-reducing procedures 
will be repeated, because both give relief, although the 
one resulting from .maladaptive behavior has short-term 
characteristics. It is therefore important tc have leaders 
and managers who are adaptive, because they v/ill be .mere 
effective in handling crisis situations. The experience of 
several successfully managed crises v/ill in addition increase 
self-confidence and therefore reduce fear and arociety right 
from the beginning. 

Once the leader or manager has reestabli shed his 
psychological. ea_uilibrium to a level v/hich allows him. to act 
effectively, he must ensure that fear and arsciety are reduced 
within his subordinates, including the staff. If staff or 
crisis center sho'old be of pri.mary concern to himi , depends 
on the situation. Because aruciety is a result of ’uncertainty, 
the latter should be reduced by good and q^uich inf ertnation. 
Since the mood of the people involved in a crisis can deterior- 
ate rapidly, if uncertainty prevails, the time factor in 
providing information is important. Both aruciety and fear, 
the emotional response to a specific, perceived threat, can 
be reduced by creating, or better maintaining confidence in 
leadership. Positive, earlier experiences with leaders or 
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managers will be a good platform for confidence. An 

extremely effective way to reduce fear, shock, and pa.nic is 

the personal presence of the obviously "cool-looking" leader 

right in the crisis center. 

The importance of a leader's personal presence a.nd 

influence is stressed in an abundant amount of relevant 

literature. A typical exam.ple is described in Torrance's 

study about group behavior of Air Force personnel: 

In one crew, the navigator became panicky cut 
looked up and saw the aircraft ccmr.ander and 
the pilot were still in their seats ioing their 
jobs and he becam.e calm. [-ef. 45, p. 753 J • 

This effect works in both v/ays, the positive and the 

negative. In an unstable psychological situation, the action 

of one individual can turn the whole situation into good 

or bad. 

Panse too emphasises the i.mportance of the suggestive 
example given by strong leaders although he points cut that 
their influence is limited to people who dispose of seme 
minimum substance of personality (Personlichkeitssubstans ) , 
consistency of character and strength of will [Ref. 3"^ » 
pp. 119-120]. 

Torrance found evidence for the importance of 

setting goals and clarifying structures to a group in crisis: 

Having a common goal is a force which helps to 
hold together in a suim/ival e.mergency. [Hef. 9-5, 

p. 7531. 

Survivor group behavior shows that relief and 
behavior of increased survival value results 
when the structure of the situation becomes 
clear. [Ref. 45 , p. 752 ]. 
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The findings are certainly applicable to a s~aff 
in crisis, but may, in essence, also be valid for larger 
groups . 

Initiating activity is another effective means to 
reduce anxiety, fear, shock and panic. Being charged v/ith 
duty absorbes attention and affect, hence, leaves less room 
for emotions [Ref. 37, p- 53- 

In addition, the leader or .manager .must be av/are that 
anxiety and fear, if repressed or treated as a trifle by 
the crisis-affected individuals, create a strong need to 
communicate about the suppressed feelings [Ref. 37, F? • 

11-12]. He therefore should try to satisfy this need. 

In most cases of crises the leader or manager must 
decide where his influence is more important in order to 
most effectively fight crisis, if it is eitner in the iecision- 
making process with his staff or right in the center cf the 
crisis. This decision depends mainlLy on the personality of 
the leader or manager on the one hand and the capabilities 
of the staff on the other. If the staff is led by a capable 
individual, who knows how to act in his master’s spirit, the 
leader should go to the crisis center. Many leaders act 
this way but forget to establish an effective communication 
back to their headquarter, to inform the staff about decisions 
they made on the spot, in order to integrate them in the 
staff's planning, and to get continuously important infor- 
mation from the staff. 
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It may seem that the above discussion has not much 
to do with decision making. This certainly is not true. It 
is very difficult to implement a decision, even if it is an 
excellent one, if the subordinates are unable to execute it 
due to their disastrous psychological condition. Hence, it 
is absolutely necessary to first prepare a favorable base. 

2 . Multiple Simultaneous Problems and Time Constraints 

If several problems arise at the same time, or in 
very short intervals, and there is no time constraint in 
solving them, they may be solved by normal decisicr.-m.aking 
procedures. It is the combination of multitude and ti.me 
constraints which creates special organi zational problem.s, 
besides the stress involved. 

Two steps are especially im.portant when cne deals 
with such situations: 

- Structuring the proble.ms 

- Creation of an adeaycate decision-making crgarJ-zaticn 

a. Structuring the Problem.s 

Structuring the problems involves the following 
steps: First, all problems should be ranJced in their primary 

relative contribution to achieving the overall goals. The 
problems of a major production line are, for example, basically 
more important than the ones of a small line. Second, all 
problems should be evailuated for their impact on achieving the 
goals over time and ranked following time priorities. Third, 
the combined ranking of the problems must be made. In real 
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life it often is difficult to malce the needed discrimina- 
tions, hecause tradeoffs become necessary. Example: An 

infantry division has lost tv/o key foo/ard posi";ions, 
previously held by a regiment, to the enemy. This .means t.ha 
the enemy is able to continue his attack on the rear regi- 
ments within the next few hours. At the same time the in- 
telligence service reports that the two bridges, v/hich are 
vitally important to the supply line, have been occupied by 
two enemy airborne companies. This is especially bad becaus 
the already delayed antitank-amm.unition supply is urgently 
needed within the next six hours. In addition, a rear 
infantry battalion reports the outbreak of typhoid fever, 
with 30 % of fhe battalion already affected. 

Following step one, the rardcing of problems 

would be : 

1. Loss of regi.mental positions 
because it concerns pri.marily a 
combat regiment, hence a ma^or -unit 

2. Typhoid fever 

because it concerns primarily a 
combat battalion, also a major factor 

3. AntitanJc ammunition 

because it concerns the supply organisation. 

Step two reverses the order as follows: 

1. Antitank ammunition 

because the severe time constraint 
affects the overall goals of the division 
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2 . 



Loss of regimental positions 
because if no measures are taken in time, 
achievement of the overall goals might 
be endangered 

3- Typhoid fever 

Although this problem could be the 
major one in the long run, it isn't in 
t.he short term. 

The combined ranging re.mains as it v/as after 
step two, due to the major importance of the ti.me frame in 
this example. 

And fourth, in structuring the problems, tr.e 
interaction between the different problems must be determined. 
Some problems will have a lot of interaction with others, 
some will have less and some none. This step is especially 
important for organizing the further deci sion-m.aking process. 

Fifth, it should be determined if there are 
problems that can be discarded because they are relatively 
unimportant and the staff is 'unable to handle them, without 
negative impact on the major problems. 

Sixth, the remaining problems must be scanned 
for obsolescence, i.e., problems that caruoot be solved due 
to lack of time or means. Spending resources on such problems 
must be avoided, even if this is hard to do (for details see 
page 68). 

Appendix I provides a practical overview for 
the above discussed procedures. 
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If the problems are so complex that they cannot be 
structured without further investigation, a preliminary 
evaluation should be made involving the staff in an organ! za 
tion similar to one of those described in (1) or (2) 
below. 

b. Creation of a Decision-Making Organization 

Or Kow to Orgarj-ze the Staff 

The goal of a special smaff crganizazion, eszacl 
ed for decision making in crises, is zo creaze favcracle 
conditions for solving the mulzizude of proble.ms in a shorz 
time . 

There are tv/o basic ways zo azzain zhis goal. 
Either the problems are solved in sequence, reducing zhe 
time for solving each problem to Zhe lowest possible mini.m’om 
or the problems are solved simultaneously . 

( 1 ) Staff 0 raani zazion for Decision Makina in 
Sequence . In order to make this zz*pe of decision making 
work, extremely high efficiency is necessary, because zhe 
time available to solve one problem gets very shorz. This 
can be done by chosing some very capable "generalists" who 
form a "nucleus." At the same time, all other staff members 
are organized in a pool of specialists where they remain at 
the disposal of the nucleus (Figure 6) . This eliminates all 
the hazards of overstaffing, which wastes a lot of time. M. 
Folsom states: 

Generally, small groups of highly qualifed staff 
people seem to work out best. 

Over-staffing can be suspected when non pertinent in- 
formation is frequently brought up, when issues often 
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become confused, and when decisions are too often 
delayed - and particularly when all three symptoms 
exist at once. [Ref. p. 23]- 



There are additional advantages zo having 
a small number of "generalists" working on decisions: 

- fewer coordination problems 

- concentration on important factors, hence 
no "fine tuning" which is normally not im- 
portant in crises. 




Figure 6 

Staff Organisation for Decision ftekina in Secuer.ee 

In order to speed-up the decision-making 
process, the acting staff is reduced sc a 
few capable "generalists." All other 
staff members are pooled to provide 
special information, if necessary. 

It is difficult to say how large the "nucleus" should be. 

Slater found five to be an ideal number [cited in Ref. 20, p.3cl]. 
Excellent "generalists," assisted by capable secretaries, 
can act very effectively. 
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The preceding system does have some major 

disadvantages : 

- Important details v/hich are knov/n by the specialists 
can get lost and have unexpected impacts later. This 
can partially be eliminated if specialists are invited 
to give a very short comment on the final decision in 
the sense "ok" or "not ok." 

- The staff members who are excluded from she nucleus 
get frustrated. 

- Staff members who are known for their nor.conf orming 
opinions, are normally excluded from the nucleus in 
order to save time. Hence, the critical evaluasion 
during the decision-making process is missi.ng 

- The information of the pool of specialists normally 
is neglected by the nucleus due so lack of oi.me . 
Hence, if something happens to the small group, the 
rest of the staff will have a harder time taking 
over the functions. 

(2) Staff Organization for Parallel Decision 
Making . The basic idea is delegation of additional authority 
to task forces within the staff, eventually including line 
people in order to be able to solve problems simultaneously 
and effectively. 

W. Bass describes the task force concept 
to meet emergencies as follows: 

Business firms and government agencies resort often to 

task forces to respond to crises . . . The stress of the 
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emergency calls forth vigorous efforts from all sides, 
under the eye of the top management. Initiative and 
creative thinking are encouraged. Channels of communi- 
cation are forced open among operating departments. The 
organization is operating as a v/hole instead of as a 
collection of isolated units. Necessity breaks dovm 
the barriers between cells of responsibility and 
expertise. [Ref. 7. P- !]• 

Gruber and Niles have a similar basic idea 



about task forces: 

The creation of a task force should i.mply an effort to 
improve a serious problem situation or to realize the 
potential in an important opportunity, since task-force 
members have jobs in the regular organization structure. 
[Ref. 16, p. 179 ]. 

Some fundamental principles of authority 
delegation become even more important in 0 rises: 

- Relationship of trust between superiors and sub- 
ordinates involved in the delegation 

- Clear policies which provide the framev/crk for 
decision making at every level 

The principal task of policies is to give oonsistency 
to decisions while still allowing different decisions 
on different sets of facts tc be made. Policies thus 
furnish the framework for plans. There is consequently 
a close relationship between policies and delegation 
01 authority. [Ref. 2, p. 1-49]. 

- Ability of the recipients of authority to over’/iew 
not only their specific problem but also its inter- 
actions with other ones 

Although 

an orderly process of authority delegation always 
assumes that authority, responsibility and account- 
ability are coextensive and inseparable [Ref. 2, 
p. 1-41], 

this principle often must be violated, because a leader or 
manager sometimes cannot delegate responsibility and 
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accountability in crises but has to delegate authority alone. 
Since this represents a major risk to him, the before-mentioned 
trust factor is so highly important - trust based on integrity, 
loyalty, and capability of the subordinates. 

Obviously, the personality of the leader 
or manager becomes very important and so dees his leader- 
ship style. It is beyond the scope of this thesis to discuss 
leadership styles extensively, but it can be safely stated, 
that the extreme authoritarian style and "laissez-faire" 
leadership are not compatible with effective delegation of 
authority. Argyris showed that the latter creates more 
tension and arcciety than does either democratic or autocratic 
[Ref. 4 , p. 192]. Organisations built around an authoritarian 
leader on the other hand have inherent weaknesses: 

An authoritarian leader is quite likely to find, for 
one thing, that his followers have deserted him in a 
critical moment. He can hold around him cnly those cf 
uncritical minds and dependent personalities . . . 

When that one man goes, the entire erganisation is 
likely to collapse, for such a leader has not allov/ed 
others to develop enough to replace him and to keep the 
organization's executive resources strens: . [Hsf. 33 . 
p. 496]. 

The organisational crocedure of delegation 
is based on the results of the problem structuring process 
which is described in Appendix I. The latter makes clear 
which are the problems to deal with, their ranking and 
interdependence . 

Problems with no interaction can be solved 
independently by a staff task force or by line people. 
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Problems which are interrelated v/ith other 
problems require a coordinated effort by the leader/manager, 
chief of staff or a special coordination task force. 

The task forces should be composed of at 
least one "generalist" and the necessary specialists in 
order to solve the problems effectively. 

Sometimes there are not enough competent 
specialists to satisfy each task force. This mighc be che 
case with financial experts, computer specialists or ccmmuni 
cation specialists. If these specialises have to make con- 
tributions to several task forces, they should be put into a 
pool of specialists. Special attention has tc be paid to 
members of such pools in order to keep their knowledge up 
to date and to make sure that they do not confuse the 
different problems, but keep them v/ell separated in their 
minds . 

Figure 7 shows relevant parts of the organa, 
zational structure for parallel decision making, based on 
step 6 of Appendix I . 

In spite of the incorporation into task 
forces, staff members should continue to help the line, 
because 

staff departments are supposed to assist line depart- 
ments in work that reauires technical expertise and 
detailed attention. CRef. 19. p. 112]. 

In conclusion, task forces might v/ork under 
four kinds of conditions: 
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- Task forces which can solve problems independently 
and do not require assistance from an information pool 
(problem F in Figure 7) 

- Task forces which can solve problems independently but 
need information from the pool of specialists (problem 
C in Figure 7) 

- Task forces which solve problems that need coordination 
but do not need to use the pool of specialists (problem 
E in Figure 7) 



- Task forces which solve problems that need ooordination 
and require inputs from the pool cf specialists (problem 
A and "normal operations" in Figure 7) 




Relevant Parts of the Orgariizational Structure for 
Parallel Decision Making (Compare Apoendix I) 

Task forces attack the different problems. Where 
necessary, coordination is imposed and knowledge of 
specialists is provided. Problem 3 is dropped be- 
cause it is of minor importance; problem D is obsolete, 
hence also discarded, but still affects problems A, E, 
and the "normal operations." 
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It is obvious that problems v/hich can be 
treated the first way are the ones that might best be 
delegated down the line. 

The chief of staff (or leader, manager) 
who has organized his staff into task forces must now give 
clear orders to the task forces and clearly define the range 
of authority, responsibility and accountability he delegates 
and which decisions he wants to mal-:e by hi.mself. If che 
delegated authority involves the power zo give orders oo 
subordinate levels, these levels must be ir.f armed. 

If the delegation is done, the responsible 
chief of staff (leader, manager) has to reorganize his ov/n 
activity following the new orgardzation. From the viev/point 
of primary importance and time, the highest-rarding problems 
need his attention most. From the organizational vie'/rcoint, 
the task forces that deal with problems that need coordination 
and rely on the pool of specialists require the m.ost control. 
Hence, trade-offs have to be made. 

Parallel problem solving by delegation 
normally involves most members of the staff, and eventually 
also some individuals from the line, and allows all of them 
to contribute in solving the crisis. It is, therefore, a 
much more satisfying procedure from the human resources view- 
point than the one described in ( 1 ). 

The decision-making procedures within the 
task forces follow normal rules, as described in 17 . A 
(pages 47-51)1 except that there is eventually a more pronounced 
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lack of information than usual. 
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3 . Additional Resources, Obsolescence and Time Constraints 



Measures aimed at coping with crises often require 
substantial amounts of additional resources. On the other 
hand, due to the prevailing uncertainty, benefits are difficult 
to estimate and can decrease rapidly if timely crisis counter- 
measures are not taken. It is, therefore, extre.mely i.m- 
portant that a cost/benefit analysis for a relevant future 
period is made for each planned measure. If the measures 
cannot be effective before the point of obsolescence, or the 
costs are higher than expected benefits, the .measure should 
be dropped in order to save resources (Figure S) . So-called 
"alibi actions" which are taken, even if they .make no sense, 
in order to show that at least some attempt has been made to 
solve a problem, are a waste of time and resources. 




Figure 8 

The Problem of Obsolescence 



It should be determined if the effects of 
applied resources will take place early 
enough to exceed costs. 
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Example : 

If a grounded supertanker is expected to burst v/ithin the 
next 4 hours and it takes 30 hours to pump the oil out of 
it, all pumping measures are a v/aste of time, labor and 
capital. Hence, the specific solving of such problems must 
be discarded, without neglecting their interactions v/ich 
other problems. 

The psychological i.mpacns in crises, cogecher wich 
changed procedures may have a "wasting effecc" on some 
people. Resources are wasted due to the opinion "our losse 
are so huge and the situation so hopeless anyway, thac it 
really does not matter if double the needed explosives are 
used to do the job." The other extreme is the stupid 
bureaucrat who, while fire spreads, wants a receipt before 
handing out a fire extiriguisher to an employee of another 
department. Two measures are important in fighting the 
"wasting effect." First, leaders or m.anagers in crises mus 
clearly define which normal procedures are changed and, 
second, managerial control must be tighter than in normal 
times . 

On the other hand, special allowances must be made 
because the additional necessary resources normally camot 
be spent in an optimal way due to the lack of fine-tuned 
plarjiing. There certainly exist situations where the appli 
cation of too few resources has the inherent risk of total 
failure. Hence, when in doubt: be massive, not meager. 
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4. Communication and Information 



Everything must be done to get accurate information 
in order to be able to make appropriate decisions. Hence, 
measures must be taken to fight lack of information, extre.me 
bias of information and excess information. 

In some crisis situations it is of vital importance 
that information is procured fast and aggressively. This is 
the case when there is some evidence that i.mportant facts 
could get lost or be intentionally destroyed. If, for 
example, a business gets into troubles due to illegal actions 
of a subsidiary, immediate actions must be taken to avoid 
destruction of incriminating documents and the disappearance 
of involved people. 

If the information and communication center is unable 
to handle the incformation overload, it might be worthwhile 
to delegate a "generalist" in order to assure effective 
filtering . 

Because people in crises are often unable tc act as 

objective information sources, it may be necessary to establish 

a special information ser'/ice, consisting of teams sent cut 

to the crisis center (see also on page 77). If this is 

not possible, for time reasons or other, it may be necessary 

to make decisions under conditions of high uncertainty. 

Yet the pitfalls of problem analysis and decision making 
are almost certain to increase whenever a manager is 
under pressure ... It is precisely at this time, when 
people are clamorin.g for action, when he doesn't have 
all the important information he thinks he needs . . . 

The good manager, like a skilled detective, will spot 
the relevant information and use it, point by point. 
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to narrow down the search for the real culprit. 

[Ref. 25, pp. 24-25]. 

Some mathematical models, which deal with decision making 
under risk, uncertainty and conflict, may be applicable 
(depending on the time frame) , and give the decision 
maker valuable help. 

Examples : 

- Decision matrices 

- Decision trees 

- PERT 

- Dynamic programming 

- Markov chains 

- Game theory 

- Simulation 
[Ref . 47 , p . 48] . 

Methods which use estimates developed by experns may also 
be helpful. The besn known procedure probably is she Delphi 
Method [Ref. 32, Ref. 10]. 

To avoid new biases in communications due to person- 
alities, the following recommendations should be accepted: 

First, the adoption of a new staff organisation 
should not create new internal communications. This means 
that the heads of task forces should have collaborated with 
the chief of staff (leader, manager) before, and that the 
members of the task forces should have worked together in 
advance. The creation of special "disaster staffs," composed 
of people who normally do not work together, is therefore 
problematic unless these staffs get frequent training. 
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Second, communications bety/een crisis command or 
management and the crisis center must be examined so that 
biases due to impacts on the people v/ho are directly affected 
by the crisis (physical damage, psychological impacts) can 
be dealt with effectively. If there is some reason to be- 
lieve that things have changed, "emergency command or 
management teams," composed of competent staff members should 
be sent to the crisis center in order to establish reliable 
communications. This helps not only in transmitting infor- 
mation both ways but also in implementing decisions (see 
also 5*c on page 77). 

A special problem is the staff's internal updating of 
information in order to avoid having work done that is based 
on obsolete information. As things change quickly in crises, 
an effort must be made to spread information rapidly. This 
can be done best by orgarfzing frequent staff meetings and/or 
frequent updating of data bases. 

A very dangerous aspect is described by M. Folsom: 

There is also a tendency by seme staff men to shield 
their bosses from unpleasant news and contacts. Such 
protection can often go too far and prevent the execu- 
tive from gaining pertinent information or learning 
of alternative points of view, [Ref. 14, p. 25]. 

The same situation occurs when the authoritarian or 
aggressive personality of a leader or manager creates fear 
within his subordinates of passing information upward. 

Crisis situations often become worse due to the 
lack of controlled information flow to the mass media. This 
is especially true for public administrations or big businesses 
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that are always obser^/ed with scepticism by the public. Fast 
and accurate information by management can avoid unpleasant 
rumors. Withholding information or providing intentionally 
false information does not normally pay off, because mis- 
trust and unfavorable public opinion is created v/hen it be- 
comes obvious that false information was delivered. Hence, 
good public relations are an important part of crisis managemen 
In all these information and communication problem.s 
involved in crises, the protection of irform.ation against 
undesired dissemination becomes an important aspect. It 
is, therefore, necessary to implement security measures for 
staff people and to take steps against the tapping of comumuni- 
cation systems in advanoe because there is probably no timn 
to do it onoe a crisis has developed. 

5- Other Asneots , resulting from several factors 

a. Lack of Critical Evaluation 

Many leaders and managers, especially authoritarian 

ones, do not like people in their staff who express different 

points of view or have different approaches to problems. 

Enormous pressure on staff members for conformity with the 

"group opinion," or the leader's opinion, may exist. 

As the individual acts in interpersonal behavior events, 
in face-to-face contact with the other group members, 
he is often placed under group pressure to conform - 
to judge, believe, act in agreement with the judgment, 
belief and action of the group. [Ref. 27, P- 505] • 

Especially under conditions of time constraint, people who 

resist conformity, risk being excluded from decision making 
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in order to avoid conflict and to save time. Individuals 
with a critical attitude are often not included when nev/ 
staff members are selected. Pressure for conformity and 
elimination of non-conforming opposition leads to the extremely 
dangerous situation of "groupthink, " as described by I . L. 
Janis. He mentions the following symptoms of "groupthirJc : 

- Illusion of invulnerability which leads to over- 
optimism, the willingness to take extraordinary 
risks, and failure to respond to warnings 

- Collective construction of rationalizations in 
order to discount warnings and other forms of 
negative feedback 

- Belief in the inherent morality of the ingroup 
which leads to ignorance of ethical and moral 
consequences of decisions 

- Stereotyped views of the leaders of the enemy 
groups, for example , they are stupid or evil, hence, 
the failure to get a realistic, sophisticated 
picture 

- Pressure on members who support other opinions 
than those of the majority 

- Self-censorship by avoiding deviation from 
apparent group consensus 

- Mindguarding in order to protect the leader and 
the fellow members from adverse information 

[Ref. 23 , pp. 44-46, 74-751. 
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It is obvious that poor decision making is the 
result of groupthink. Hence, an effort has to be made to 
allow critical evaluation to take place, even if there are 
time constraints. Asch found experimental evidence that 
the presence of a partner supportir.g a dissident depleted 
the group’s majority of much of its power. In addition, he 
concluded that the dissent per se increased independence. 
[Ref. 5. P- 3^] 

The effective leader or .manager should therefore 

tolerate more than one individual in his staff v/ho is kncv/n 

to have independent viewpoints, in order to increase the 

individual's ability to resist pressure for corf oral ty. He 

may also encourage them to express their opirfon, because 

it. (Asch' s finding, the author) suggests, fcr ex- 
ample, that a dissident opinion, if expressed loudly 
and clearly, can have a tremendous effect in strength- 
erfng the independence of like-minded people. The 
expression of a dissident opinion may not chanme the 
majority's beliefs, but it can conser”/e the miner! ty 
view. [Ref. 24, pp . 514-515] 

In addition, the following remedies may help 
to prevent groupthink: 

- Assignment of the role of a critical evaluator to 
each group member 

- Assignjnent of the role of a devil's advocate to at 
least one group member 

- Avoidance of statements about preferences and expecta- 
tions by the leader before the decisions are made 

- Outside groups workin.g on the same issue under 
different leaders 
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- Discussion of the group's deliberations with outside 
members of the organization, if time and security 
permits this 

- Eventual involvement of outside experts, if conditions 
allow it 

- Division into subgroups after preliminary consensus, 
reevaluation of the solutions, then group meeting to 
discuss residual doubts 

The above recommendations are adapted from Ja.nis 
[Ref. 23, p.?6]. 

b. Delegation of Authority to Management Levels 

Down the Line 

In general, it is advisable to delegate as 
much authority as possible to line people who are in the 
crisis center and therefore have the best xnov/ledge of the 
facts. This delegation of authority can include subordina- 
tion of additional resources. Several conditions must be 
fulfilled to maice such delegations. 

First, the command or management level in q_uestio 
must be able to act in spite of the on-going crisis. 

Second, it must have no responsibility for the 
occurance of the crisis, otherwise it might spend resources 
on eliminating facts that could be used as evidence in later 
investigations. This is especially important when criminal 
acts are the reason for crises. In this case, the involved 
management level should immediately be isolated and replaced. 



c. Emergency Command or Management Teams 

If lower leadership or management levels are 
unable to fulfill their function because of crisis impacts, 
emergency command or management teams must take over the 
responsibilities. These teams should be composed of flexible, 
capable people who are able to grasp the problems quickly, 
establish the necessary contacts, gather the important infor- 
mation and make decisions. They must get the necessary 
authority and resources to act as independently and effective- 
ly as possible. Finally, they must generate effi::ient vertical 
and horizontal commurJ.cations . 

d. Resistance to Change 

As with other people in organi zations , scaff 

people have the tendency to do what they have always done . 

It is certainly a pitfall to expect flexibility crisis 

situations when there was none before. 

Role performance becomes so firmly habituated and 
closely prescribed by expectations relating to 
function and status that the members are unable to 
act freely in coping with the char^ging situational 
demands .made upon the group. [Ref. 4l , p. 1331 

Nevertheless, there may be some members of the 
staff who are able to respond to the changed procedure 
patterns of a crisis. In highly formalized organizations , 
which operate in stable environments, one probably should 
look for frustrated people, planning to leave soon because 
they cannot develop their dynamic personality. Organizations 
that are used to operating in turbulent environments will have 
less difficulties in providing flexible people. 



77 



It is clear then that executives should find out 
early which members of their staff are capable of adapting 
to changing situations. However, it is best not to charg;e 
established procedures in crises without obvious necessity. 

e. Help From Outside 

Depending on the character of a crisis and the 
reasons for its development, willingness to help can be 
expected from the internal and external environment . Crisis 
leadership or management .must i.nclude these potential rescur 
in their decision making and coordinate them v/ith their 
own resources. 

f. Power Struggling 

People who are knovm for their reckless egoistio 
power struggling should be eliminated from decision m.aking i 
crises because they lessen the efficiency of the process. 

g. Collective Leadership 

If the leadership or management involved in a 
crisis is a collective one, meaning it consists cf several 
persons with equal power, including the chairman who is or_ly 
"primus inter pares," the following things m.ay happen; 

- The individuals with "strong" personalities m.ay em.erge 
and take over authoritarian leadership 

- The collective leadership or management may be willing 
to take higher risks than an individual, as shown by 
J. Stoner [cited in Ref. 38 , p. 385] 

- The decision may almost certainly be delayed. This is 
due to set-up time, start-up time, and disucssion time 
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[Ref. 38, page 3953- The quality of the decision .nay 
be better than the decision made by a single individual, 
but this is uncertain [Ref. 38 . PP • 379-38^]. 

Because these unforeseeable effects .may hamper 
the decision-making process in crisis, the most capable 
individual in the group should be designated as superior and 
given the additional necessary authority, 
h. Implementing Decisions 

Basically there is no .major difference betv/een 
implementing decisions under normal and crisis conditions. 
Nevertheless, two factors are .more iraporta.nt in crises: 

First, the psychological aspect of how to im- 
plement solutions to problems can be of vital i.mportance. 
Measures aimed at fightir.g crises normally require unusual 
efforts and sacrifices and are t.herefore not popular. Hence, 
implementation is a delicate affair and should not be 
neglected by the decision maker. The best people must get 
involved in this important step. 

David Lilienthal, former director of TYA, under- 
lines the importance of the implementation step: 

There is an unfortunate lack of distinction between a 
plan and accomplishment . . . Too many business people 
- and government administrators - believe 'We have a 
plan, therefore the job is done.' Most of the time 
what we need ... is a simple answer to 'How do we get 
it done - now.' [cited in Ref. 8, p. 157] 

Second, tight control becomes extremely important 

as it not only helps leadership or management to check 

results, but it also gives a highly needed, stable framework 

for the subordinates. 
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V. CONCLUSION; AN INTEGRATIV5 DECISION-iYJl>-ZNG T^ODEL 



Appendix II shows the entire decision-making process 
graphically and should be consulted when reading the follov/- 
ing text . 



A. PRELIMINARY MEASURES 

The purpose of all preliminary measures is two-fold. 
First, they save time in case of crisis and second, chey 
help to reduce or eliminate some foreseeable impacts of crises 
on the dec i sion-making process. 

The following measures should be taken during normal 
times ; 



1 ■ Self-Sv;q1 uation and Education of the T.pqder cr 
Manager 

Successful leadership depends on an ability to apply 
skills acquired through experience, study and obser- 
vation. One of these skills is that of guiding the 
efforts of others in the right direction without a 
strict use of the authority, prestige and pov/er 
associated with a given position. [Ref. 46, p. 637 ] 

This excellent summary of leadership qualities 

should encourage the leader or manager to improve his own 

skills continuously, because he will need them desperately 

in crises. In addition, he needs 

the skill to put that extra fire into an organization 
- that plus which enables it to win when the chips are 
down, which causes it to get through a crisis, which 
enables it to do more than anyone anticipated it could 
do. [Ref. 3 , p. 113 ] 
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Crises can be anticipated by imagination, and solu- 
tions can be developed during normal times. This mental ex- 
ercise or "individual war gaming" should be done freq_uently. 

It will not only help to reduce the surprise effect and co 
save time in acute crises, but it will improve normal manage- 
ment too. Management by exception or by objectives should allow 
the time necessary to anticipate possible future developm.ents . 

2 . Screening of the Staff Members 

It is important to know: 

- The psychologically balanced and physically resis- 
tant people who probably will not have surprising 
reactions during crises. The physical condition 
is important because crisis management m.eans rest- 
less activities over hours or even days. Break- 
downs, with their inherent problem of changing 
behavioral patterns, are dangerous. Experiments 
done by Levin suggest that individuals who have 
gone through mild envirorunental stresses during 
their development, are more resistant to stress 
than those who were well protected, [cited in Ref. 

31, p. 378] 

- The mentally flexible people who show leader- 
ship qualities and have the ability to see prob- 
lems in their general context. These staff mem- 
bers, called "generalists," are candidates to 
head task forces or be members of a "nucleus." 
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- The egoistic power strugglers that are not goal oriented 
but self oriented only. They should be eliminated 
from crisis management and put in positions v/here 

they don't hamper the decision-making process. 

- The people who have a positive criticaJL viev/. They 
should be put into a place where they can play a 
devil's advocate role. On the other hand, staff 
members who are chronic fault finders, waste ti.te 
and energy, and should therefore be eli.tinated from 
participation in crisis manageme.nt . 

- The people who are trusted and checked tc handle 
classified information and material. 

3 . Improving Staff -Line Relaticnshio 

L. Allen mentions the following: general, mutual 
complaints ; 

- Staff tends to assume line authority 

- Staff does not give sound advice 

- Staff steals credit (for successful programs) 

- Staff fails to see the whole picture 

- Line does not make proper use of staff 

- Line resists new ideas 

- Line does not give staff enough authority 
[Ref. 1, pp. 380-381] 

These complaints show potential mistrust, hence, con- 
flict which can have negative effects, especially in crises, 
when feelings are no longer repressed. 
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Increased interaction and managerial emphasis on 
improved technology transfer between line and staff should 
help to create better mutual understanding . 

4 . Establishment of a Basic Crisis Organization Chart 



An important general ]rale to obser'/e is that of main- 
taining the existing group structure as much as possible, 
even if tasks change. 

The basic crisis orgarJ. zation chart has tc be adapted 
to the prevailing situation in the event of a crisis, but can 
at least be applied "as is" at the beginning. Figure 5 shews 
a possible crisis-organization chart, based on the iiea of 
a parallel decision making, as described on pages 62-6?. 

Some explanations: 

The task force "normal operations" has to manage the 
still on-going normal operations, whereas the other task 
forces and the "external aid team" concentrate on crisis 
management. The task of the "external aid team" is tc look 
for help from the envirornent, especially goverrsnental agencies, 
affiliated organizations or even competitors and to m.ake 
proposals for the help’s integration. The "inf ortnaticn and 
communication center" gathers all ir.formation and spreads it. 

It seeks to close information loopholes by active reconnaissance 
and to establish needed commundcations in accordance with the 
chief of staff. In addition, it filters the inf orm,ation. 

The chief of public relations should be directly 
accountable to the responsible leader or manager in order to 
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do his job in strict accordance with the prevailing policy. 
Everybody in the organization must know that only the PR 
department is authorized to give information to the outside. 

The idea of the "pool of specialists" is described 
on page 60 . 

5 . War Gaming 

To be more accurate, "crisis management games" i.n- 
volving staff and line people should be carried out period- 
ically. Such games help individuals to think about different 
possibilities of crises and give them hints on how tc handle 
them. They serve also to test people and the crisis orgarj.zation . 

As a result, much uncertainty is eli.minated in the 
case of an actual crises. In addition, weak points in the 
on-going activities might come up and can be eliminated 
following this training. 

It is important that crisis management games last 
long enough and are sufficiently difficult so that the psycho- 
logically unbalanced or physically weak pecple can be noticed. 

B. PROCEDURE IN AN ON-GOING CRISIS 

1 . Coping with the Psychological Disequilibrium 

The leader or manager must have three possible 
spots of disequilibrium in mind 

- himself 

- his staff 

- people in the crisis center 
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It is dangerous to act before the leader or manager 
and his staff have regained an equilibrium v/hich allows 
sound decision making. 

The personality of the leader or manager is a criacial 
point here. If he looks confident and "cool,” this attitude 
will soon influence his staff. In order to calm dovm people 
in the crisis part, accurate and quick information and 
goal-oriented action, either by the leader/raanager himself 
or a competent deputy, is absolutely necessary. This carj^.ct 
be stressed enough. 

2 . Gathering of Facts and Immediate Countermeasures 

After gathering the most important facts and making 
a very rough structuring of the upcoming problems, a first, 
time-related discrimination must be made. Some problems might 
obviously need immediate action without previous, detailed 
analysis. Hence, the prevailing situation should be screened 
for such necessities and those actions should be taken with 
high priority. 

3 . Relating the Crisis to the Whole 

Because crisis situations tend to dominate manager's 
minds, it is important to estimate roughly and rapidly what 
percentage of the leader's or manager's scope of responsibility 
is affected by crisis. In the military, this percentage may 
be expressed in organizational units such as companies or 
battalions, or in the amount of firepower, strong points, 
ships, aircrafts, or other equipment affected. In business 
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it is interesting to know what percentages of sales volume, 
production, labor, raw materials, buildings, equipment and 
other assets are affected by crisis. Establishing this re- 
lationship can help to avoid over-emphasizing the crisis and 
neglecting the more important remainder. 

Estimating this percentage should in no v/ay delay 
the decision-making process. If a rough estimate (for ex- 
ample it is 10, 25 , 50 %) cannot be made within minutes, as 
may be the case in an A-plant accident, it has to be handled 
as a normal lack-of-irif ormation problem by the information 
and communication center. The leader or manager should in 
this case immediately go to step 

4. Looking; For Reasons 

The leader or manager should make an early determina- 
tion as to which elements of the external or internal environ- 
ment , or which factors in his own organization, caused the 
crisis. Hence, when proceeding to step 5 (problem structuring), 
both causes and effects of crises should be kept in mind. 
Depending on the situation, it might be worthwhile to assign 
to a special task force the problem of determining; how to 
diminish or eliminate the causes. 

5 . Structuring the Problems 

The leader/manager alone, or together with key staff 
members, must list all the problems. Then the problems should 
be structured as described on pages 57-60 and Appendix I. 

With the resulting ranking order, the priorities are set. 
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6 . Adaption of the Sasic Crisis Organization 



When the problems are structured, the existing basic 
crisis organization (as determined in the crisis organization 
chart) must be adapted to the actual situation. 

7 . Assignment of Problems to the Task Force s 

If the parallel decision-making procedure v/as chosen, 
the problems must be assigned to different task forces. The 
task forces should know very precisely their objectives 
and the amount of authority each was delegated, especially 
what decisions they are not allowed to make without consensus 
of the superior. Then they work according to the normal 
decision-making procedures as described in IV. A on pages 

8 . Establishing a Time Budget 

Calculating back from the latest time when measures 
must be implemented before they become obsolete, the follow- 
ing latest acceptable times for each of the problems must 
be estimated by the coordination team: 

- start of implementation in the crisis center 

- time when involved people in the crisis center 
must know about the decisions made by the crisis 
command or management 

- time when the staff must have finished documents 
(orders, directives) and other measures in order 
to transmit them to the recipients 
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- time when the leader/manager must have made 



the decisions 

The resulting timetable is a crucial instrument of 
control for the chief of staff, the coordination teaum and 
also partially for the leader or manager. 

If estimates are difficult to make, it might be use- 
ful if the task forces make them. 

9 . Coordination and Control 

Independently of the decision-making procedure, 
sequential or parallel, chosen, coordination of the v/crk co 
be done on the several problems and stricc enf orce.ment of 
compliance with the time budget, now become crucial. If a 
chief of staff or a special coordination team exists, the 
leader or manager is free to either visit the center of 
crisis or concentrate checking on the most important problems. 

The coordination must make sure that the crisis 
affected subordinates are not given too many separate orders 
and directives for each problem, but instead one well- 
coordinated and integrated set. 

10 . Implementation 

As described earlier on page 79 , the leader or 
manager must pay special attention to the psychological 
procedure of implementation and the control structure. 
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VI. FINAL REr/IARKS 



Crisis management is neither an art nor pure technique, 
but it requires higher skills than normal management in tv/o 
aspects. First, the psychological impacts of a crisis 
require a better ’onderstanding of human needs and behavior. 
Second, .much more flexibility and intelligence is necessary 
to handle the managerial tools such as: problem anailysis, 

development and evaluation of alternative solutions, setting 
priorities, making choices under conditions of high un- 
certainty, adapting organizational str’uctures, gathering and 
evaluating information and handling communications. VJhile 
personality plays a crucial role in the first aspect, train- 
ing can help to improve the ability to master the managerial 
tools . 

Time and money spent in effective preli.minary measures 
will not only pay off greatly in crises, but may also improve 
normal management. Nevertheless, crises need strong person- 
alities with high skills and - luck. 
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STHUGTUHTNii PROBLEMS 




(Continued on page 93) 



Appendix II 

INTEGRATIVE CRISIS DECISION MAKING MODEL 
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PHOCUREMKNT AND DISSEMINATION OF INFORMATION 



COORDINATION 



(continued from page 92) 




*■ if sequential decision making was chosen 



93 



1 






LIST OF REFERENCES 



1. Allen, Louis A., The Line-Staff Relationship, Readings 
in Business Policy , Edmund R. Gray Ed., Meredith 
Corporation, 19t»8. 

2. AJ/IA Management Handbook , Moore, Russel F. Ed., American 
Management Association Inc., 1970. 

3 . Appley, Lawrence A. , Formula for Success , Amacora, 

197^- 

4. Argyris, Chris, Personality and Organization , Harper 
and Row, Publishers, 1957- 

5 . Asch, Solomon S. , Opinions and Social Pressure, 

Scientific American , Vol. 193 • • 5. Nov. 1955» 

pages 31 - 35 . 

6. Basil, Douglas C., Managerial Skills for Executive 
Action , American Management Association, Inc., 19P0. 

7 . Bass, Lawrence W., Management bv Task Forces , Lomond 
Books, 1975- 

8. Bittel, Lester R., Management by Exceouion , McGrav/- 
Hill Book Company, 1964 . 

9 . Cribbin, James J., Effective Managerial Leadership , 
American Management .Association, Inc., 19P2. 

10. Dalkey, Norman, and Helmer, Olaf, An Experitiencal 
Application of the Delphi Method tc the Use of Experts, 
Management Science , Vol. 9. 1963. pages 458-467. 

11. Davis, Stanley M. , and Lawrence, Paul R. , Matrix , 
Addison-Wesley Publishing Company Inc., 1977. 

12. Fiedler, Fred E. , A Theory of Leadershio Effectiveness , 
McGraw-Hill Book Company, 19o7. 

13 * Fiedler, Fred E. , and Chemers , Martin M. , Leadership 

and Effective Management , Scott, Foresman and Company, 

197 ^. 

14. Folsom, Marion 3., Executive Decision Making, McGraw- 
Hill Book Company Inc . , 1962 . 

15* Grand Larousse Encyclop6dique , Library Larousse, i 960 . 



94 



16. Gruber, William H., and Niles, John S., The New 
Management , McGraw-Hill Book Company, 1976 . 

17. Hage , Jera, and Aiken, Michael, Routine Technology, 

Social Structure, and Organizational Goals, Administrative 
Science Quarterly , Yol. 14, No. 3» Sept. I969. page 371- 

18. Hall, Richard H., Organizations: Structure and Process , 

Prentice-Hall Inc., 1977- 

19. Hellriegel, Don, and Slocum, John W. Jr., Management , 

A Contingency Approach , Addison-Wesley Publishing 
Company, 197'^ • 

20. Hollander, Edwin P., Principles and ?/!ethods of Social 
Psychology , Oxford University Press, 19o7- 

21. Hunt, Pearson, and Williams, Charles M. and Donaldson, 
Gordon, Basic Business Finance, Text and Cases , Richard 
D. Irwin, Inc., 1971 • 

22. Ivancevich, John M. , and Szilagyi, Andrev/ D. Jr., and 
Wallace, Marc J. Jr., Organizational Behavior and 
Performance , Goodyear Publishing Company, Inc. 1977- 

23- Janis, Irving L., Groupthink, Psychology Today , Nov. 

1971, pages 43-46, 74-76. 

24. Katz, Daniel, and Kahn, Robert L., The Social Psychology 
of Organizations, second Edition, John ’Wiley and Sons, 

i"96'6 

25. Kepner, Charles H., and Tregoe, Benjamin B., The 
Rational Manager , McGraw-Hill Book Company, 1965- 

26. Knudson, Harry R. , and Woodworth Robert T., and Bell, 

Cecil H., Management: An Experiential Approach , McGraw- 

Hill Book Company, Inc., 1973- 

27- Krech, David, and Crutchfield, Richard S., and Ballachey, 
Egerton L. , Individual in Society, a Textbook of Social 
Psychology . McGraw-Hill Book Company, Inc. 1962 . 

28. Lang, Kurt, Military Organizations, Handbook of Organi- 
zations , March J. G. Ed., Rand McNally, 19o5- 

29. Lawrence, Paul R. , and Lorsch, Jay ’W. , Organization 
and Environment , Division of Research, Graduate School 
of Business Adminstration, Kait;-ard University, 1967- 

30. Leavitt, Harold J., Applied Organizational Change in 

Industry: Structural, Technological, and Humanistic 

Approaches, Handbook of Organizations , March J. G. Ed., 
Rand McNally, 1965. 



95 



31. Lindzey, Gardner, and Hall, Calvin S., and Thompson, 
Richard F., Psycholoa::/ , Worth Publishers, Inc., 1976. 

32 . Linstone, Harold A., and Murray, Turoff (Ed.), The 
Delphi Method, Techniques and Applications , Addison- 
Wesley Publishing Company, Inc., 1975- 

33 . McFarland, Dalton E. , Management Principles and 
Practices , Macmillan Publishing Company, Inc., 197^- 

34 . Mandell, Lawrence, and Zacker, Joseph, Applying Crisis 

Theory to Organizations: A Case S^oudy, Group and 

Organization Studies , Vol. 2, Sept. 1977» pages 359-370. 

35- Monterey Peninsula Herald , Monday, April 23 . 1979- 

36 . Murray, Henry A., Explorations in Personality , 1962, 
Oxford University Press, 1936. 

37- Panse, Friedrich, Angst und Schreck , Arbeit und 

Gesundheit, Neue Folge , Heft 47, Bauer M. and Paexzold 
F., Ed., Georg Thieme Verlag, 1952. 

38 . Reitz, Joseph H., Behavior in Organizations , Richard 
D. Irwin Inc., 1977- 

39 . Scanlan, Burt K. , Principles of Management and 
Organizational Behavior , John Wiley and Sons, Inc. 

40 . Selye , Hans, The Stress of Life , McGraw-Hill Book 
Company, 1956. 

41 . Stogdill, Ralph M. , Individual Behavior and Group 
Achievement , Oxford University Press, 1959. 

42. The Encyclopedia .Imericana , International Edition, 

Vol. 8, Americana Corporation, 1976. 

43 . The New Columbia Encyclopedia , Harris, William H. , and 
Levey, Judith S., Ed., Columbia University Press, 1975* 

44. Toan, Arthur B. Jr., Using Information to Manage , The 
Roland Press Company, I 968 . 

45 . Torrance, E. Paul, The Behavior of Small Groups Under 
the Stress Conditions of Survival, American Sociological 
Review , Vol. 19, No. 6, Dec. 1954, pages 751-754. 

46. Trewatha, Robert L. , and Newport, M. Gene, Management , 

Functions and Behavior, Business Publications, Inc., 




96 



4?. Turban, Efraim, and Meredith, Jack R. , Fundamentals 
of Management Science, Business Publications Inc., 

T77T- 

48. Weber, Majc, The Theor?/ of Social and Economic Oraaniza- 
zation . The Free Press, 194? . 

49 • Websters* Third Mew International Dictionary of the 

English Language , unabridged, G . ic C . Merriam Company, 

1961 . 



97 



INITIAL DISTRIBUTION LIST 



No . 



1. Defense Documentation Center 
Cameron Station 
Alexandria, Virginia 2231^ 



2. Defense Logistics Studies Information Exchange 
U.S. Army Logistics Management Center 

Fort Lee, Virginia 23601 

3. Library, Code 0142 
Naval Postgraduate School 
Monterey, California 93940 

4. Department Chairman, Code 54 
Department of Administrative Sciences 
Naval Postgraduate School 
Monterey, California 93940 



5. Professor, J. W. Creighton, Code 54 Cf 
Department of Administrative Sciences 
Naval Postgraduate School 
Monterey, California 93940 



6. Professor R. S. Sister, Code 54 Ea 

Department of Administrative Sciences 
Naval Postgraduate School 
Monterey, California 93940 



7. Embassy of Switzerland 
Office of the Defense Attache 
2900 Cathedral Avenue N.'V. 
Washington, D.C. 20008 

8. LTC R. W. Szymczak, SMC 2962 
Naval Postgraduate School 
Monterey, California 93940 



9. 



Major GS W. W. 
c/o Embassy of 
2900 Cathedral 
Washington, D. 



Jung 

Switzerland 
Ave . N . W . 

C. 20008 



Copies 

2 

1 

2 

I 

10 



10 

1 



98 



2 





thesJ963 

Decision making under crisis conditions 



3 2768 002 11474 6 

DUDLEY KNOX LIBRARY 













